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EXECUTIVE SUMMARY
ICR WATER USERS ASSOCIATION, INC.
DOCKET NO. W-02824A-01-0900

ICR Water Users Association, Inc. ("ICR" or "Company") is an Arizona corporation
engaged in providing water utility service within portions of Yavapai County, Arizona. The
Company was granted its initial CC&N on August 30, 1995, and currently has seventy-one (71)
customers. On January 15, 2002, by Decision No. 64360, ICR was granted a CC&N extension
to an additional 3,700 acres. By this application, ICR 1is seeking to extend its current CC&N
south to include an adjacent property, Whispering Canyons, a proposed residential subdivision of
approximately 450 residents. The developer of the property, Whispering Canyons, L.L.C.
entered into a Line Extension Agreement with ICR on March 12, 2001.

The Line Extension Agreement requires Whispering Canyons to design and construct on-
site and off-site facilities to meet the requirements of the development and be conveyed to ICR
when completed. The facilities are expected to cost in excess of $3,600,000. According to the
Agreement, “off-site and the on-site facilities constructed pursuant to this Agreement shall
become, and remain the sole property of ICR without the requirement of any written document
or transfer to ICR.” However, ICR representatives assert some of the utility plant remaining the
property of a third party. In addition, the March 12, 2001 agreement eliminates any refunds to
the developer for the advanced facilities.

Staff recommendations include the following:

1.) That the Commission grants the ICR application for an Extension to its Certificate of
Convenience and Necessity to provide water service, subject to compliance with
conditions.

2.) That any constructed well should be conveyed to ICR.

3.) That ICR be required to provide consistent refunds on line extension agreements.

4.) That the Commission require the ICR to file a copy of the Arizona Department of
Water Resources findings that the developer has demonstrated an adequate physical
availability of water to serve the extension area.

5.) That the Commission require the ICR to file Arizona Department of Environmental
Quality approvals for construction of all water facilities, with the appropriate main
extension agreement.

6.) That the Commission’s Decision be considered null and void without further order
from the Commission should ICR fail to meet any of the conditions within the time
specified.
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Docket No. W-02824A-01-0900
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Introduction

On November 13, 2001, ICR Water Users Association, Inc., an Arizona corporation,
(“ICR”), filed an application with the Arizona Corporation Commission (“ACC”) requesting
approval for an extension of its existing Certificate of Convenience and Necessity, (“CC&N”) in
Yavapai County, Arizona.

Background

ICR is an Arizona corporation engaged in providing water utility service within portions
of Yavapai County, Arizona. The Company was granted its initial CC&N on August 30, 1995,
in Decision No. 59263. The Company currently has seventy-one (71) customers. By Decision
No. 64360, January 15, 2002, ICR was granted a CC&N extension to an additional 3,700 acres.

By this application, ICR is seeking to extend its current CC&N south to include an
adjacent property, Whispering Canyons, L.L.C., ("Whispering Canyons") a proposed residential
subdivision of approximately 450 residents. The developer of the property, Whispering
Canyons, entered into a Line Extension Agreement with ICR on March 12, 2001.

The Line Extension Agreement

The Line Extension Agreement requires Whispering Canyons to design and construct on-
site and off-site facilities to ensure sufficient capacity to meet the requirements of the
development. The facilities are to be developed in phases and conveyed to ICR when completed.
The developer is to construct the facilities in strict conformance with the approved plans and
guidelines of the Yavapai County Health Department. The facilities are expected to cost in
excess of $3,600,000.

According to ICR the off-site improvements are to include upgrading a current
production well and construction of a back up well. In the original CC&N the ACC authorized
ICR and a developer, Pierce, to enter into a long-term water sale agreement. ICR purchases
water from this “Pierce Well” via a transmission main. Whispering Canyon has agreed to
upgrade the “Pierce Well” with a higher volume pump and construct a separate back-up well
which will also be located on property owned by Pierce.

According to ICR representatives, the up-graded “Pierce well” and back-up well shall be
owned by Pierce. However, according to Section 6 of the March 12, 2001, Line Extension
Agreement, “off-site and the on-site facilities constructed pursuant to this Agreement shall
become, and remain the sole property of ICR without the requirement of any written document
or transfer to ICR.” The March 12, 2001, Line Extension Agreement makes no mention of
upgrades to the “Pierce Well” nor any mention of such upgrades remaining the property of a
third party.
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Prior Well Ownership Requirements

On January 15, 2002, in Decision No. 64360, ICR was authorized an extension to its
CC&N to include in excess of 3,000 acres which are to be developed as Talking Rock Ranch. a
residential subdivision containing approximately 1,500 residential dwellings. The development
will also include common areas, clubhouse, swimming pool, fitness center and an eighteen-hole
golf course, with storage lakes.

In Decision No. 64360, the ACC required the developer to include in its advance to ICR,
the wells it drilled to provide water to the extension area. The ACC required this to ensure that
the utility has adequate water for its customers and to ensure that they are not subject to relying
on a non-ACC jurisdictional third party for water.

Refunding Requirements

ICR entered into a Main Extension Agreement with the prior developer that required ICR
to refund to the developer fifteen percent of the gross annual operating revenues from water sales
to customers in the extension property for a period of 25 years. However, the March 12, 2001,
agreement, Section 11, specifically eliminates any refunds to the developer for the advanced
facilities. This section is contrary to rule Arizona Administrative Code ("A.A.C.") R14-2-406
(D) that requires a minimum refund of ten percent of the revenue associated with the line
extension refunded to the developer for a minimum of ten years.

Staff is concerned that two different parties have been treated differently in substantial
financial transactions with a regulated utility. Providing one party a substantial refund and
denying another any refund is discriminatory.

Staff recommends consistent treatment between this application, and the application in
Decision No. 64360. Specifically, Staff recommends that any constructed well should be
conveyed to ICR. Furthermore ICR should be required to treat parties consistently. ICR should
be required to provide a refund consistent with rule A.A.C. R14-2-406. The refund provision in
ICR's agreement with the prior developer was consistent with rule A.A.C. R14-2-406.

ICR’s Existing Water System

According to ICR’s 2000 Annual Report, ICR has a water system consisting of a well,
storage tank, booster system and a distribution system serving 67 customers. This system has
one operating well having a capacity of 225 gallons per minute (“GPM”), a 110,000 gallon
storage tank, three 20-horsepower (Hp) booster pumps, a 3,200 gallon pressure tank, and a
distribution system consisting of 72,400 feet of main with 32 fire hydrants. The filed application
indicated the customer base was now at 71.
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Arizona Department of Environmental Quality ("ADEQ'") Compliance

ICR has no major deficiencies and the ADEQ has determined that this system, PWS # 13-
303 is currently delivering water that meets water quality standards required by Arizona
Administrative Code, Title 18, Chapter 4. ICR stated it would provide the Certificate of
Approval to Construct with the submittal of a main extension agreement.

Arizona Department of Water Resources ("ADWR") Compliance

ICR’s existing system is just outside the western boundary of the Prescott Active
Management Area. The requested extension area is also just outside the western boundary.
Since ICR is not located in this Prescott AMA, ICR should be required to obtain an Adequate
Water Supply Certificate for this proceeding.

Proposed Plant for Requested Area

ICR submitted cost estimates of plant facilities for the Whispering Canyons project at
$3,598,320. Staff has reviewed these costs and found them to be reasonable. A table showing a
breakdown of these costs is shown on Attachment A of this report.

Staff’s recommendation for approval of this CC&N extension application and its
submitted plant facilities does not imply a recommendation for any particular future treatment
for ICR’s rate base. No “used and useful” determination of the proposed plant facilities was
made, and no conclusions should be inferred for ratemaking or rate base purposes.

Proposed Rates

ICR has agreed to extend service to the property at its tariffed rates.

Recommendations

Staff recommends that the Commission grant the ICR Water Users Association, Inc.,
application for an Extension to its Certificate of Convenience and Necessity to provide water
service, subject to compliance with the following conditions:

Staff further recommends that the Commission require the March 12, 2001, ICR's, Line
Extension Agreement be amended to reflect conveyance of any new well to ICR.

Staff further recommends that the Commission require the March 12, 2001, ICR Water
Users Association, Inc., Line Extension Agreement be amended to include a refund to the
developer consistent with Rule A.A.C. R14-2-406.

Staff further recommends that the Commission require the ICR Water Users Association,
Inc., to file with the Director of the Utilities Division, a copy of the Arizona Department of
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Staff further recommends that the Commission require the ICR Water Users Association,
Inc., to file with the Director of the Utilities Division, a copy of the Arizona Department of
Water Resources findings that the developer has demonstrated an adequate physical availability
of water to serve the extension area, within 365 days from the effective date of the Commission’s
Decision.

Staff further recommends that the Commission require the ICR Water Users Association,
Inc., to file with the Director of the Utilities Division, the Arizona Department of Environmental
Quality approvals to construct of all water facilities, with the appropriate main extension
agreement, or within 365 days from the effective date of the Commission’s Decision, which ever
is sooner.

Staff further recommends that the Commission’s Decision granting this Extension of a
Certificate of Convenience and Necessity to the ICR Water Users Association, Inc., be
considered null and void without further order from the Commission should ICR Water Users
Association, Inc., fail to meet any of the above conditions within the time specified.

Staff further recommends that the Commission require ICR Water Users Association,
Inc., charge its existing rates in this extension area.
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TO: Jim Fisher
Executive Consultant (i
Utihties Division

FROM: Barb Wells
Engineering Plans Technician
Utilities Division

CTHRU:  Del Smith ¢
' Engineering Supervisor
Utilities Division

DATE:  January 14, 2002

RE: ICR WATER USERS ASSOCIATION, INC. (DOCKET NO. W-02824A-01-0900)

The area requested by ICR Water Users for an extension has been plotted with no
complications.

Attached 1s a copy of the map for your files.
bsw
Attachment
cc: Docket Control
Mr. Swayze McCraine

Ms. Debb Person
File
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~ Thence Notth 28 degrees 06 minutes 24 reconds West, 95.72 feet;

PLAINTIFF'S
EXHIBIT

3

Exhidkt A

A portion of SBections 33 ang 34, Township 16 North, Range 3 West, Glla and Sait River Base and
Meridirn, Yavapal County, Arizons, described as follows:

BEGINNING at the corner common to Sections 27, 28, 33 and 34 of Townshlp 16 North, Range 3 West of
the Gila and Salt River Bass and Meridian, monumented with a brass cap stamped, ' W.J, Cheok;P.E.
NO. 2398";

Thence along the ine common to Bectlons 33 wnd 34, South 00 degrees 23 minutes 28 seconds West,
382.57 foey;

Thence doparting the ine common to Sections 33 and 34, South $5 degreet 49 minutes 36 scconds West,
532657 feet;

Thenee South 89 degrees 47 minutes 13 seconds West, 1,051.14 foet, to the West line of Sectfon 33;

Thence along the Wext Iine of 8ection 33, South 00 degrees 12 minutes 47 seconds Kast, 1,992.80 feet, to
the Southwest corner of 8ection 33, monumented with a General Lend Office Burvey brass cap;

Thence along the South lne of Section 33, Soutk BY degrees 38 minutes 18 seconds Eest, 2,710, 90 fe.et. tu :
the Sonth quarter corner of Ssction 33, monumented with a General Land Oﬂ'!c@ Sn*voy brm ¢

Thence continuing elong the South line of Section 33, South B9 degrees 43 minutes 1* m:ondx ut '

2,708.54 feet, to the Southesst corner of Rection 33 and the Bouthwest corner of Section 34, monumented
with a General Land Office Survey hrass cap;

Thence along the South line of Section 34, Sonth B7 dogrees 44 minuteq 28 seconds East, 2,693.48 feet, to
thie South guarter corner of Section 34, monumented with 2 General Land Offlce Survey brass cap;

Thence continuing rlong the South Iine of Section 34, South 87 degrees 50 minutes 47 seconds East,
1,547.40 feet;

Thence departing the South line of Sectlon 34, North 45 degrees 32 minutes 06 seconds East, 249,67 feet;

Thence North 46 degroes 27 minates 18 seconds East, 227.64 feet;

Thence North 40 degrses 18 minntes 23 veconds West, 149,00 feet;

Thence North 87 degreca 38 minutes £2 seconds West, 261.34 feet;



. Thence North 51 degrees 03 minutes 55 ssconds West, 98.30 feet;
Thence North 23 degrees 31 minutes 58 seconds West, 107.08 feet;
Thence North 39 degrees 49 minutes 43 seconds West, 576.55 foet,
Theriee North 89 degrees 39 minutes 59 seconds West, 332.00 foet;
Thence North 57 degrees 35 minates 51 seconds West, 111,89 feet,
Thence North 31 degroees 49 minutes 09 seconds West, 253,35 feet;
Thence North 23 degrees 51 minutes 30 seconds Ezst, 96.11 feet;
Thence North 68 degrees 83 minutes 54 seconds East, 385.86 feet; ‘

Thence North 33 degrees 26 minutes 09 seconds Enst, 493.95 fect to the Bouthwesterly line of the Western
Power authority eloctrical power transmission Ihne;

Thencee along sald Southwesterly line, North 31 ‘degrees 52 soconds 34 minutes Weat, 957,74 feet;
Thenee dopardng sald Sonthwesterly line North 64 degrees 52 minutes 38 seconds East, 453.56 feet;

Thence North 28 degress 82 minutes 04 seconds East, 559,18 fect;
Thence North 78 degrees 37 minutes 30 seconds East, 520,03 feet;
Thence North 5B degrees 10 minutes 11 seconds Enst, 813.86 feet;

Thence South 84 degrees $1 minates 52 seconds East, 90.87 feet to a point on the Westerly right of way of
Willlamson Valley Rord (e.ke. Prescott-Simmonp Highway), per the map filed and recorded in Book 10
of Maps, page 17 iu the Office of the Recorder of Yavapal County, sald point being & polat of curvature;

Thence along the Westarly right of way, along a curve to the right, having a chord bearing North 03 (
degrees 02 minutes 17 seconds Weat, a chord length of 642,38 feet, & radius of 1,959.86 feet, a contral
angle of 18 degrees 81 minutes 83 3ezonds rnd an arc length of 645.29 feet (recorded as having & radtus of
1,955.86, & central angle of 18 degrees 52 minutes and an sre length of 645.35 feet);

Thence continuing along the West right of way, North 04 degress 24 minutes 08 seconds East, (rocorded
18 North 04 degrees 21 miuutes East) 554.93 feet, to & point on the North lne of Section 34;

hence rlong the North Bno of Section 34 North 88 degrees 21 minutoes 20 seconds West, 2,488.03 feet, to

he North quarter corner of Section 34 monumented with hrass cap stamped "W.J. Cheek; P.E. NO.
g™
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“ Thence continuin . . : =
L . & along the North line of Bection 34, North 88 d ,
/. 2788 feetto the POINT OF BEGINNING, e 20 TRt 49 peconds Weat
’ s

i /s

EXC ,
EPT the Northerly 100 feet of the Westerly 100 feet of the Northwest quarter of sald Section 34,
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